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Allied  Stores  Corporation 

1440  Broadway 
New  York,  New  York 


May  11,  1943 


To  the  Stockholders: 

In  the  following  paragraphs,  the  operating  results  of  Allied 
Stores  Corporation  and  subsidiary  companies  for  the  fiscal  year 
ended  January  31,  1943  (hereinafter  referred  to  as  the  year 
1942),  and  the  financial  condition  at  the  close  of  the  period 
are  briefly  summarized  and  certain  pertinent  comparisons  are 
made  with  operating  and  financial  statistics  of  earlier  periods. 
Consolidated  statements  of  profit  and  loss,  earned  surplus  and 
capital  surplus  for  the  year,  and  a  consolidated  balance  sheet, 
with  supporting  schedule  of  funded  debt,  at  the  close  of  the 
year,  certified  by  Ernst  &  Ernst,  the  Company’s  public  ac¬ 
countants,  are  included  as  part  of  this  report. 

Retail  Sales 

Sales  volume,  $170,828,164,  was  again  the  highest  in  the  history 
of  the  Company  and  w  s  12.5%  greater  than  in  the  preceding 
year.  Sales  volume  compared  with  the  years  immediately 
preceding  follows: 


1942 .  $170,828,164  12.5 

1941 .  151,808,858  25.2 

1940 .  121,270,682  8.2 

1939 .  112,122,354  8.6 

1938 .  103,243,425 


Profits 

Profit  and  Federal  Taxes: 

Profit  before  federal  taxes  on  income  was  $14,181,428  after 
absorbing  a  $1,396,756  loss  on  the  sale  of  two  parcels  of  real 
estate.  The  following  shows  comparisons  for  each  of  the  past 
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five  years  of  profit  before  federal  taxes  on  income,  provision 
for  federal  taxes  and  consolidated  net  profit : 


Profit  Before  Provision 

Federal  Taxes  for  Consolidated 

on  Income  Federal  Taxes  Net  Profit 

1942 .  $14,181,428  $8,500,000  $5,681,428 

1941 .  9,494,258  4,200,000  5,294,258 

1940 .  5,353,129  1,355,000  3,998,129 

1939 .  4,155,585  720,000  3,435,585 

1938 .  2,758,720  525,000  2,233,720 


Profit  per  Share: 

In  the  following  tabulation  consolidated  net  profit  is  expressed 
in  terms  of  profit  per  share  of  5%  Preferred  Stock  and,  after 
deducting  dividends  paid  on  such  preferred  stock,  of  profit  per 
share  of  common  stock,  for  each  of  the  last  five  years : 

Profit  per 

Share  of  Profit 

Preferred  per  Share  of 


Stock  Common  Stock 

1942 .  $24.47  $2.50 

1941 .  22.30  2.27 

1940 .  17.57  1.57 

1939 .  15.01  1.26 

1938 .  9.63  .59 


Profit  Trend  by  Quarters: 

A  five-year  comparison  of  profits,  by  quarters,  follows: 

Profit  Before  Federal 
Taxes  on  Income: 

1938  *1939  1940  1941  1942 

First  quarter. ...  $  365,447  $  392,478  $  462,211  $1,597,595  $2,987,856 

Second  quarter. .  610,334*  103,814*  235,856  1,101,173  1,879,147 

Third  quarter. . .  992,552  1,319,051  1,513,756  2,825,255  4,486,310 

Fourth  quarter..  2,011,055  2,547,870  3,141,306  3,970,235  4,828,115** 


Total  Year. . .  2,758,720  4,155,585  5,353,129  9,494,258  14,181,428 
Federal  taxes 

on  income..  525,000  720,000  1,355,000  4,200,000  8,500,000 


Consolidated 

net  profit...  $2,233,720  $3,435,585  $3,998,129  $5,294,258  $5,681,428 
‘Loss.  “After  absorbing  a  $1,396,756  loss  on  the  sale  of  real  estate. 


Working  Capital 

Cash,  $13,774,875,  was  over  ten  million  dollars  greater  than  at 
the  beginning'of  the  year  and  was  equivalent  to  94%  of  total 
current  liabilities.  No  current  bank  borrowings  were  outstand¬ 
ing  at  the  close  of  the  year.  The  placing  of  a  six-million-dollar 
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five-year  revolving  credit  with  the  banks  and  decreases  in  the 
amounts  invested  in  customers’  accounts  receivable  and  mer¬ 
chandise  inventories  were  responsible  for  this  improved  cash 
position. 


The  ratio  of  current  assets,  $54,277,928,  to  current  liabilities, 
$14,664,342,  was  3.7  to  1  at  the  close  of  the  year,  which  com¬ 
pares  with  2.5  to  1  at  the  beginning  of  the  year.  Net  current 
assets  —  current  assets  minus  current  liabilities  —  increased 
$9,048,173  during  the  year,  due  substantially  to  the  six- 
million-dollar  revolving  bank  credit  mentioned  above.  Net 
current  assets  at  the  close  of  the  year  for  each  of  the  last  five 
years  follow : 


Net  Current 

1942 .  $39,613,586 

1941 .  30,565,413 

1940 .  28,695,527 

1939 .  27,317,699 

1938  .  27,845,922 


Accounts  Receivable: 

Customers’  accounts  receivable  (net)  at  the  close  of  the  year 
were  $16,409,078  or  $6,040,383  less  than  at  the  beginning  of 
the  year.  This  decrease  was  composed  of  decreases  in  current 
accounts,  $2,651,579,  and  in  deferred  payment  accounts, 
$3,730,861,  offset  in  part  by  a  decrease  in  the  reserve  provision 
for  losses  in  collection,  $342,057.  These  decreases  in  accounts 
receivable  resulted  primarily  from  government  controls  imposed 
during  the  year  and  the  unavailability  of  certain  lines  of  mer¬ 
chandise  usually  sold  on  a  deferred  payment  basis. 

The  amount  of  the  reserve  for  doubtful  accounts  at  the  close 
of  the  year  was  established,  as  in  preceding  years,  by  an  age 
analysis  of  each  individual  account.  All  balances  over  six 
months  past  due  on  current  accounts  and  all  installments  over 
one  month  past  due  on  deferred  payment  accounts  are  100% 
reserved.  Based  on  age  analyses  of  the  individual  accounts 
and  on  past  experience,  all  other  balances  are  believed  to  be 
adequately  reserved.  The  reserve  for  these  other  balances  at 
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the  close  of  the  year  was  approximately  one  hundred  twenty- 
five  thousand  dollars  greater  than  it  would  have  been  had  the 
same  formula  been  used  for  establishing  it  as  was  used  at  the 
close  of  the  preceding  year.  The  unusual  condition  of  the 
current  times  seems  to  warrant  this  additional  conservatism 
in  providing  for  possible  future  losses. 

Inventories: 

Merchandise  inventories  at  the  close  of  the  year  $23,481,324, 
were  $734,124  less  than  at  the  beginning  of  the  year.  At  the 
close  of  the  year  94.2%  of  all  inventories  in  the  stores  was  less 
than  one  year  old.  This  percentage  compares  with  95-4%, 
91.7%,  and  92.7%  at  January  31,  1942,  1941,  and  1940,  respec¬ 
tively.  Price  indices  designed  to  reflect  changes  in  price  levels 
show  that  the  general  price  level  of  department  store  merchan¬ 
dise  at  the  close  of  the  year  was  approximately  3-5%  higher 
than  at  the  beginning  of  the  year.  With  the  reduction  in  inven¬ 
tory  investment  of  approximately  three-quarter  million  dollars 
and  this  higher  price  level,  it  is  apparent  that  the  Company 
had  on  hand  at  the  close  of  the  year  a  smaller  physical  quantity 
of  merchandise  than  at  the  beginning  of  the  year.  This  resulted 
from  the  Company’s  efforts  to  harmonize  and  synchronize 
its  merchandising  policies  and  practices  as  closely  as  possible 
with  the  expressed  policies  and  wishes  of  government  agencies. 

Fixed  Assets 

The  Company’s  investment  in  land,  buildings,  equipment,  and 
fixtures  at  the  close  of  the  year,  $31,993,116,  was  $1,868,660 
less  than  at  the  beginning  of  the  year.  Net  additions  and  im¬ 
provements  for  all  stores  for  the  year,  $1,434,401,  was  offset 
by  depreciation  charged  to  expense  during  the  year,  $1,336,080, 
and  the  sale  of  two  pieces  of  real  estate  having  a  net  book  value 
of  $1,966,981. 

Maintenance  and  Repairs: 

The  Company  continued  its  past  policy  throughout  most  of 
the  year  of  maintaining  its  buildings,  equipment,  and  fixtures 
in  good  physical  condition.  The  amount  charged  to  operating 
expense  for  maintenance  and  repairs  was  $1,292,419-  Combin¬ 
ing  the  provision  for  depreciation  with  the  direct  expense 
charges  for  maintenance  and  repairs,  operations  for  the  year 
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were  charged  with  $2,628,499.  Government  restrictions  on 
building  construction  and  repair  work  imposed  during  the 
latter  part  of  the  year  will  require  some  modification  of  the 
policies  and  practices  the  Company  has  followed  in  the  past 
in  regard  to  expansion,  modernization,  and  maintenance  of 
the  physical  properties  occupied  by  the  stores. 

Long-term  or  Funded  Debt 
Parent  Company: 

There  were  outstanding  at  the  beginning  of  the  year  $75,375 
Fifteen  Year  4p2%  Debenture  Bonds,  due  April  1,  1950, 
$4,348,000  4l/2%  Debentures  due  1951,  a  $1,250,000  six-year 
bank  loan,  and  a  real  estate  mortgage  of  $690,000.  A  six- 
million-dollar  five-year  revolving  credit  was  placed  with 
banks  during  the  year.  The  Company  retired  during  the  year 
all  of  the  Fifteen  Year  4K%  Debenture  Bonds,  due  April  1, 
1950,  and  acquired  or  called  for  redemption  $184,000  principal 
amount  4 ZA%  Debentures  due  1951.  The  1942  and  1943  annual 
installments  on  the  six-year  bank  loan  were  paid  during  the 
year,  reducing  this  loan  to  $750,000.  The  annual  amortization 
charge,  $20,000,  on  the  real  estate  mortgage  was  met.  All 
4K%  Debentures  due  1951  held  in  the  treasury,  $42,000,  plus 
$132,310  in  cash,  representing  the  call  price  on  $131,000  face 
value  of  bonds,  will  be  required  to  meet  current  year’s  sinking 
fund  requirements  on  this  issue. 

Subsidiary  Companies: 

Bonds,  mortgages,  and  notes  of  subsidiary  companies  out¬ 
standing  at  the  beginning  of  the  year  totaled  $13,096,469-  A 
subsidiary  obtained  a  $200,000  five-year  bank  loan  during 
the  year.  Amortization  and  principal  payments  on  subsidiary 
long-term  or  funded  debt  for  the  year  totaled  $852,293.  The 
Company  acquired  $10,000  face  amount  of  income  bonds  of  a 
subsidiary.  The  holders  of  $214,819  of  income  bonds  of  a  sub¬ 
sidiary  exercised  their  option  to  convert  such  bonds  into  the 
Company’s  5%  Preferred  Stock.  These  transactions  left  the 
long-term  or  funded  debt  of  subsidiaries  at  the  close  of  the 
year  at  $12,219,357. 

Acquisition: 

The  Company  acquired  during  the  year  the  entire  capital  stock 
of  The  Bon  Marche,  Inc.,  Lowell,  Massachusetts,  which  owns 

.9. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


and  operates  the  largest  department  store  in  that  city.  The 
cost  of  this  acquisition  was  $415,288,  payable  $100,288  in  cash 
and  the  balance  by  the  issuance  of  3,150  shares  of  the  Company’s 
5%  Preferred  Stock.  This  purchase  has  proved  to  be  a  profitable 
one. 

General 

A  more  comprehensive  treatment  than  it  is  practical  to  give  in 
this  letter  is  accorded  certain  subjects  believed  to  be  of  interest 
to  stockholders  under  captions : 

1.  General  Aspects  of  the  Company  and  Its  Objectives. 

2.  The  Company’s  Capital  Stocks. 

3.  Government  Controls  on  Retailing. 

4.  The  Problem  of  Merchandise  Supply. 

Conclusion 

While  the  year  1942  presented  many  problems  to  all  businesses, 
it  gave  retailers  the  two  most  fundamental  requirements  for 
successful  and  profitable  operations — a  substantial  consumer 
purchasing  power  and  a  price  level  high  enough  to  serve  as  a 
base  for  a  gross  margin  in  excess  of  necessary  expense.  Your 
Company  took  advantage  of  these  opportunities  as  is  shown 
by  its  record  of  sales  and  profits.  The  problems  and  advan¬ 
tages  of  1942  are  continuing  into  1943-  Many  new  problems 
will  undoubtedly  develop  as  the  year  progresses.  Your  man¬ 
agement  is  confident  that  your  Company  will  adequately 
meet  these  problems  and  difficulties  and  take  advantage  of 
opportunities  presented. 

Respectfully  submitted, 
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GENERAL  ASPECTS  OF  THE  COMPANY 
AND  ITS  OBJECTIVES 

In  order  that  this  report  may  be  reasonably  comprehensive  and  self-contained, 
the  following  brief  summarization  of  the  Company's  purpose,  scope,  prin¬ 
ciples  of  operation,  and  form  of  organization  which  have  appeared  in  earlier 
reports  is  included. 

Purpose  of  Company 

Allied  Stores  Corporation  is  primarily  a  holding  company  with  its  capital 
invested,  on  a  permanent  investment  basis,  in  the  direct  ownership  of 
department  stores,  complete  ownership  of  capital  stocks  of  corporations 
owning  department  stores  and  of  realty  companies  owning  land  and  build¬ 
ings  occupied  by  certain  of  the  stores.  Three  stores,  The  Bon  Marche, 
Seattle,  Washington,  Quackenbush  Company,  Paterson,  New  Jersey,  and 
Dey  Brothers  &  Co.,  Syracuse,  New  York,  are  owned  and  operated  as 
branches  of  Allied  Stores  Corporation  while  other  stores  arc  operated  by 
wholly  owned  subsidiaries.  Allied  Stores  Corporation,  largely  through  a 
wholly  owned  subsidiary,  Allied  Purchasing  Corporation,  also  maintains 
a  comprehensive  organization  to  perform  service,  advisory,  and  adminis¬ 
trative  supervisory  functions  in  relation  to  the  stores. 

A  highly  specialized  staff  is  maintained  in  the  central  organization,  covering 
such  fields  as  taxes,  insurance,  accounting  systems  and  methods,  consumer 
credits,  statistical  analysis  and  forecasting,  supply  purchasing,  plant  main¬ 
tenance  and  improvement,  store  planning,  display,  and  sales  promotion. 
A  well  staffed  buying  office  is  maintained  by  Allied  Purchasing  Corporation 
in  New  York  City  and  Chicago,  covering  these  merchandise  markets  daiiy 
for  the  stores.  The  California  markets  and  principal  foreign  markets  are 
covered  through  the  services,  on  a  fee  basis,  of  outside  buying  offices  located 
in  these  markets. 

Scope  of  Company 

The  Company  owns  and  operates  directly  or  through  subsidiary  companies 
sixty-one  department  stores  and  junior  department  stores,  located  from  coast 
to  coast  in  twenty-one  states.  In  most  cities  in  which  the  Company  operates 
department  stores,  its  unit  ranks  as  either  the  first  or  second  retail  institution 
of  the  respective  city  from  the  standpoint  cither  of  character  of  institution, 
annual  sales  volume,  or  both.  The  twenty-two  branch  stores  of  the  C.  C. 
Anderson  Stores  Company  and  the  six  units  owned  through  A.  E.  Troutman 
Company,  together  with  certain  other  of  the  smaller  units,  may  be  classified 
as  junior  department  stores. 

Each  store  unit  of  Allied  Stores  Corporation  (with  the  minor  exception  of 
a  few  of  the  C.  C.  Anderson  Stores  Company  smaller  units)  was  an  existing 
and  well-established  retail  institution  at  the  time  of  acquisition  and  had 
been  serving  its  community  for  several  decades  and,  in  certain  instances, 
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for  approximately  a  century.  Ninety  percent  of  Allied’s  sales  volume  is 
obtained  in  units  which  were  well-established  in  their  respective  com¬ 
munities  in  the  Nineteenth  Century. 

Principal  lines  of  merchandise  carried  in  these  stores  are  women's,  men’s, 
and  children’s  clothing  and  accessories  and  home  needs.  Most  of  the  larger 
stores  operate  basement  divisions  appealing  to  the  lower  income  groups 
of  consumers.  In  general,  stores  endeavor  to  satisfy  most  of  the  general 
merchandise  needs  of  consumers  from  the  lower  income  working  classes 
up  to  and  including  those  of  the  families  of  the  professional  man,  the  busi¬ 
ness  man  and  the  executive. 

Allied  regularly  employs  sixteen  thousand  eight  hundred  people.  An 
additional  six  thousand  people  are  employed  in  handling  business  in  peak 
periods,  such  as  the  Christmas  Season.  One  million  twenty-three  thou¬ 
sand  charge  customers  purchase  approximately  fifty-nine  million  dollars 
annually  from  the  Company’s  stores  on  a  regular  charge  account  basis,  while 
one  hundred  and  twenty-nine  thousand  customers  have  deferred  payment 
accounts.  It  is  estimated  that  on  the  average  one  home  in  every  twelve  in 
the  United  States  represents  a  customer  of  Allied. 

Frequently  Allied  Stores  Corporation  is  presented  with  opportunities  to 
acquire  additional  retail  units.  The  board  of  directors  of  the  Company 
has  considered  the  most  favorable  of  these  proposals.  Of  the  approximately 
$171,000,000  sales  volume  of  the  Company  for  the  year  ended  January  31, 
1943,  approximately  $40,000,000  can  be  attributed  to  stores  acquired  since 
1934.  The  purchase  price  of  stores  acquired  was  paid  partly  in  cash  and 
partly  in  the  common  and  preferred  stocks  of  Allied  Stores  Corporation. 
The  profit  record  of  these  stores  acquired  compares  favorably  with  that  of 
stores  owned  since  the  inception  of  the  Company. 

Principles  of  Operation 

In  general,  the  merchandise  and  promotional  appeal  of  stores  controlled 
by  Allied  Stores  Corporation  is  the  same  as  before  they  were  acquired. 
Effort  is  directed  to  intensifying  and  increasing  the  effectiveness  of  each 
individual  store  in  accordance  with  its  established  character  rather  than 
to  change  this  appeal  and  character  in  order  to  standardize  as  between 
stores.  The  importance  of  treating  each  store  as  a  separate  and  distinct 
unit  with  characteristics  and  problems  peculiar  to  itself  is  stressed  in  the 
management  and  operations  of  the  Company. 

Allied  Stores  Corporation  endeavors  to  maintain  and  improve  customer 
acceptance  and  profit  possibilities  of  the  individual  stores  by  making  sure 
of  the  existence  and  effectiveness  of  capable  and  adequate  management  and 
by  bringing  to  each  unit  the  advantages  of  financial  strength  and  the  best 
of  the  most  modern  merchandising,  promotional,  and  operating  methods. 

The  executive  personnel  of  an  individual  store  owned  by  Allied  Stores 
Corporation  is  very  similar  as  to  number,  caliber,  and  function  to  that  of 
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independently  owned  and  operated  department  stores  of  like  size  and  charac¬ 
ter.  The  form  of  organization  is  usually  changed  but  little,  if  any,  when  an 
independently  owned  and  operated  store  is  acquired  by  Allied  Stores  Cor¬ 
poration.  Activities  of  the  central  organization  are  directed  toward  making 
the  efforts  of  the  individual  store  executives  more  effective  rather  than  to 
minimizing  the  need  for  them. 

The  officers  of  Allied  Stores  Corporation  work  with  the  executives  of  the 
stores  in  the  formulation  of  what  appear  to  be  the  soundest  policies,  plans, 
and  programs  in  regard  to  customer  appeal,  merchandise  assortment,  plant 
and  equipment,  personnel,  etc.  In  formulating  such  policies,  plans,  and 
programs,  the  characteristics  of  that  store  as  reflected  by  its  history  and  the 
needs  of  its  community  receive  primary  consideration.  The  execution  of 
such  policies,  plans,  and  programs  is  the  responsibility  of  the  chief  operating 
executives  of  that  particular  store,  subject  to  such  check  by  officers  of 
Allied  Stores  Corporation  as  is  necessary  to  assure  their  continuance  and 
effectiveness. 

Organisation  of  Board  of  Directors 

The  board  of  directors  of  Allied  Stores  Corporation  holds  regular  monthly 
meetings.  In  addition  to  electing  officers  of  the  corporation  the  board  of 
directors  appoints  an  executive  committee  of  ten  of  its  members  which, 
according  to  the  bylaws  of  the  Company,  has  practically  all  of  the  authority 
of  the  board  of  directors  when  the  board  is  not  in  session.  This  executive 
committee  includes  the  chief  officers  of  the  Company  who  are  members  of 
the  board  of  directors  and  certain  of  the  non-operating  members  of  the 
board.  This  committee  holds  regular  monthly  meetings. 

The  board  of  directors  also  appoints  the  non-operating  members  of  the 
executive  committee  who  are  not  officers  of  the  Company  as  members  of 
an  advisory  committee: 

1.  To  study  currently  the  operating  and  financial  reports  of  the  Com¬ 
pany  and  to  review  periodically  the  policies,  procedures,  organiza¬ 
tion  form  and  executive  personnel  of  the  Company,  and  to  advise 
with  the  officers  of  the  Company  in  regard  thereto;  and 

2.  To  study  proposed  actions  in  connection  with  corporate,  financial, 
real  estate  and  acquisition  problems  and  to  make  recommendations 
to  the  board  of  directors  in  regard  thereto. 

In  addition  to  attending  a  monthly  meeting  of  the  executive  committee 
and  board  of  directors  as  members  of  those  groups,  the  members  of  the  advi¬ 
sory  committee  also  hold  one  advisory  committee  meeting  monthly.  Special 
meetings  of  the  advisory  committee  are  called  by  the  president  of  the  Com¬ 
pany  when  any  special  problem  arises  upon  which  he  desires  advice  or 
counsel. 

Opportunities 

Allied's  activities  form  a  part  of  one  of  the  most  fundamental  of  all  indus¬ 
tries,  that  of  distributing  needed  and  wanted  merchandise  to  the  consumer. 
Laboratory  discoveries  or  inventions  of  others,  technological  improvements, 
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mass  changes  in  customs  or  habits,  and  the  dictates  of  fashion  contain  no 
hazards  but  rather  offer  opportunities  to  the  alert  retailer. 

While  distribution  to  consumers  is  a  fundamental  industry,  it  is  also  a  most 
highly  competitive  one.  Identical  or  similar  merchandise  is  generally 
available  to  competitors  at  approximately  the  same  cost  price.  Usually, 
cost  prices  are  established  by  the  manufacturer  and  retail  prices  by  com¬ 
petitors.  Many  elements  of  operating  expense  are  of  a  fixed  or  inflexible 
nature  and  are  constantly  becoming  more  so.  There  are  no  effective  patents, 
trademarks,  or  copyrights  that  assure  profits  or  cushion  losses  for  the 
retailer.  Buying  and  selling  are  each  done  in  open  competitive  markets 
which  means  on  a  basis  at  which  the  inefficient  fail.  Possibilities  for  con¬ 
sistent  growth  and  profits  lie  in  the  degree  of  excellency  of  the  operation. 

Competition  for  consumer  patronage  and  favor  not  only  exists  between 
retailers  of  a  given  type  but  even  more  intensely  between  types  of  retailing. 
In  this  highly  competitive  field  lies  the  Company’s  greatest  opportunity 
for  growth  and  profit.  Each  of  these  various  types  of  retailing  has  its 
advantages  and  disadvantages.  Allied  executives  do  not  recognize  its  opera¬ 
tions  as  necessarily  representing  any  particular  type  of  retailing  but  en¬ 
deavor  to  secure  for  Allied  the  respective  advantages  of  the  various  types. 
While  the  stores  were  traditionally  individual,  locally  owned  department 
stores  and  still  retain  the  advantages  of  such,  through  central  ownership 
and  a  strong  central  office  many  of  the  advantages  of  the  various  types  of 
chains  and  other  forms  of  mass  distribution  arc  available  or  attainable. 

The  various  types  of  retailing  are  being  studied  constantly  in  efforts  to  dis¬ 
cover  and  adapt  effective  ideas,  policies,  and  methods.  This  job  requires 
extensive  research  and  education.  It  is  to  such  work  that  management  looks 
for  the  future  of  the  Company.  A  large  group  of  sincere,  intelligent,  open- 
minded  staff  and  administrative  executives  are  directing  their  best  efforts 
on  the  Company’s  behalf  toward  these  objectives. 
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THE  COMPANY’S  CAPITAL  STOCKS 


5%  Preferred  Stock 

Purchases  and  Retirement: 

There  were  237,383  shares  of  the  Company’s  5%  Preferred  Stock  outstanding 
at  the  beginning  of  the  year.  In  connection  with  the  acquisition  of  The  Bon 
Marche,  lac.,  Lowell,  Massachusetts,  3,150  shares  of  this  stock  were  issued. 
Holders  of  $214,819  principal  amount  of  income  bonds  of  a  subsidiary  com¬ 
pany  with  conversion  privileges  elected  to  convert  during  the  year  their  bonds 
into  this  stock.  Two  thousand  one  hundred  and  forty-three  shares  of  this 
stock  were  issued  in  exchange.  The  Company  purchased  during  the  year 
10,500  shares  of  this  stock  at  a  cost  of  $767,281.  There  were  232,176 
shares  of  this  stock  outstanding  at  the  close  of  the  year. 

The  Company  held  in  the  treasury  at  the  beginning  of  the  year  1,803  shares 
of  this  stock.  These  shares  and  2,983  of  the  10,500  shares  purchased  were 
cancelled  during  the  year  in  satisfaction  of  all  sinking  fund  obligations  to 
July  1,  1942,  leaving  7,517  shares  in  the  treasury  as  of  the  close  of  the  year. 
Subsequent  to  the  close  of  the  year  4,400  shares  were  purchased  at  a  cost 
of  $345,385-  It  will  be  necessary  to  purchase  approximately  2,300  shares 
additionally  to  satisfy  the  annual  sinking  fund  obligation  due  July  1,  1943- 

Ownership  of  Preferred  Stock- 

According  to  the  stock  records  of  the  Company  and  eliminating  the  stock 
in  the  names  of  brokers  and  known  nominees  held  for  an  unknown  number 
of  people,  there  were  5,888  holders  of  record  of  this  stock  on  April  15, 
1943 — an  average  of  25  shares  per  holder.  The  following  summary  shows  the 
number  of  such  holders  of  the  Company’s  5%  Preferred  Stock  classified  by 
the  number  of  shares  held: 

Holders  of  Number  of  Holders 

1  to  10  shares  3,722 

11  to  25  shares  1,108 

26  to  50  shares  532 

51  to  100  shares  344 

101  to  500  shares  165 

501  to  1,000  shares  9 

Over  1,000  shares  8 

Dividend  Record  and  Profits  in  Relation  to  Preferred  Stock- 
The  Company’s  5%  Preferred  Stock  came  into  existence  May  29,  1935, 
replacing  in  part  a  6J4%  issue  of  the  same  amount.  All  dividends  on  this 
5%  Preferred  Stock  since  date  of  issue  have  been  paid  on  the  regular  dividend 
dates.  Consolidated  net  profits  of  the  Company  for  each  full  year  since 
date  of  issuc  expressed  in  terms  of  ratio  to  preferred  stock  dividend  require¬ 
ments  and  of  profit  per  share  of  preferred  stock  outstanding  have  been : 
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Profit.Times 
Preferred  Stock 

Profit  per 

Dividend^ 

Share  of 

Requirements 

Preferred  Stock 

1942 

4.9 

$24.47 

1941 

4.5 

22.30 

1940 

3.5 

17.57 

1939 

3.0 

1501 

1938 

1.9 

9-63 

1937 

2.5 

12.50 

1936 

2.9 

14.49 

Company  Net  Worth  in  Relation  to  Preferred  Stock 

The  net  worth  of  the  Company — total  assets  minus  total  liabilities,  reserves 
and  unearned  income — as  reflected  by  balance  sheets  at  the  close  of  each  full 
year  since  the  Company’s  5%  Preferred  Stock  was  originally  issued,  shows 
the  Company’s  net  worth,  expressed  in  terms  of  dollar  net  assets  per  share 
of  preferred  stock  outstanding,  to  have  been: 

Net  Assets 


1942 

per  Share  of 
Preferred  Stock 
$216.18 

1941 

198.38 

1940 

184.36 

1939 

175.30 

1938 

163.71 

1937 

158.88 

1936 

149.06 

Annual  Sinking  Fund  Obligation: 

The  annual  sinking  fund  obligation  on  the  5%  Preferred  Stock  was  originally 
tied  in  with  the  sinking  fund  obligation  on  the  Company’s  Fifteen  Year 
Ad/2%  Debenture  Bonds,  due  April  1,  1950,  and  was  of  modest  proportions 
so  long  as  any  such  bonds  were  outstanding.  The  annual  sinking  fund 
obligation  on  the  5%  Preferred  Stock  was  substantially  increased  during 
the  past  year  by  the  redemption  of  all  of  these  debenture  bonds.  The  present 
and  future  annual  sinking  fund  obligation  of  the  5%  Preferred  Stock  is  to 
purchase  and  cancel  such  stock  at  cost  prices  amounting  in  total  to  not 
less  than  25%  of  consolidated  net  profit  of  the  preceding  year  after  deducting 
preferred  stock  dividends. 

The  following  tabulation  shows  the  sinking  fund  obligation  on  the  Com¬ 
pany’s  5%  Preferred  Stock  for  each  of  the  last  five  years  and  the  number  of 
shares  canceled  and  to  be  canceled  by  the  use  of  this  fund: 


Amount  of 

Fund  Number  of  Shares 


1942 

$1,126,319 

14,200* 

1941 

362,852 

4,786 

1940 

225,611 

3,344 

1939 

177,037 

2,700 

1938 

73,816 

1,252 

•Estimated. 
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Common  Stock 


There  were  no  changes  during  the  year  in  the  total  number  of  shares  of 
common  stock  outstanding.  According  to  the  stock  records  of  the  Company 
and  eliminating  the  stock  in  the  names  of  brokers  and  known  nominees 
held  for  an  unknown  number  of  people,  the  following  summary  shows  the 
number  of  the  holders  of  the  Company’s  common  stock  classified  by  the 
number  of  shares  held: 

Holders  of 
1  to  25  shares 
26  to  50  shares 
51  to  100  shares 
101  to  500  shares 
501  to  1,000  shares 
1,001  to  5,000  shares 
Over  5,000  shares 

Net  Asset  Value: 

The  net  asset  value  at  the  close  of  the  year  applicable  to  the  common  stock 
of  the  Company — total  tangible  assets  minus  all  liabilities,  reserves,  and 
the  par  value  of  preferred  stock  outstanding— as  set  forth  in  the  consoli¬ 
dated  balance  sheet  was  $26,974,819,  or  the  equivalent  of  $14.95  per  share 
of  such  stock  outstanding.  Comparisons  as  of  the  close  of  each  of  the  past 


five  years  follows: 

1942 

Total 

Net  Asset 

Value 

$26,974,819 

Net  Asset 

Value  per 

Outstanding 

$14.95 

1941 

23,353,597 

12.85 

1940 

19,192,410 

10.56 

1939 

17,236,303 

9.49 

1938 

14,781,300 

8.17 

Number  of  Holders 

5,824 

2,196 

2,705 

1,172 

123 

46 

21 


Dividends: 

The  Company  paid  four  regular  quarterly  dividends  of  fifteen  cents  each 
or  sixty  cents  per  share  on  its  common  stock  during  the  year.  Two  addi¬ 
tional  regular  quarterly  dividends  of  the  same  amount  have  been  declared 
since  the  close  of  the  year.  One  of  these  was  paid  April  20,  1943,  and  the 
other  is  payable  July  20,  1943- 

In  considering  this  subject  of  dividends  on  the  common  stock  the  board  of 
directors  took  cognizance  of  the  per  share  earnings  of  two  dollars  and  fifty 
cents  of  the  past  year  and  of  the  relatively  satisfactory  cash  position  of  the 
Company  at  the  close  of  the  year.  Consideration  was  also  given,  however, 
to  the  extent  to  which  the  improved  cash  position  resulted  from  the  placing 
of  an  additional  bank  loan  in  the  form  of  a  six-million-dollar  revolving 
credit  and  to  the  cash  accruing  from  the  forced  liquidation  of  the  Company’s 
investment  in  inventories  and  customers'  accounts  receivable  resulting  from 
government  regulations. 
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The  bank  loan  must  be  repaid.  When  government  controls  are  lifted  and 
more  normal  times  return,  the  need  for  additional  investments  in  inven¬ 
tories  and  customers’  accounts  will  reassert  itself.  The  annual  cash  re¬ 
quirements  for  interest  and  amortization  on  the  Company's  funded  debt 
and  for  dividend  and  sinking  fund  purposes  on  its  Preferred  Stock  were 
considered.  The  board  of  directors  of  the  Company  also  recognized  the 
probability  of  further  increases  in  general  price  levels  creating  need  for  addi¬ 
tional  working  capital  and  the  advisability  of  the  Company  maintaining 
as  liquid  a  position  as  possible  during  these  unpredictable  war  days  and 
the  postwar  period  to  follow. 

Many  demands  requiring  substantial  cash  outlays  may  be  made  on  the 
Company  during  these  troublesome  times  or  in  the  period  of  readjustment 
to  follow,  which  at  this  time  are  entirely  unforseeable.  The  advisability 
of  managing  the  finances  of  the  Company  so  as  to  assure  so  far  as  is  possible 
the  continuance  of  the  present  fifteen  cents  per  quarter  or  sixty  cents  per 
year  dividend  was  recognized.  Considering  all  these  factors,  it  is  the  opinion 
of  the  board  of  directors  of  the  Company  that  neither  the  best  interests  of 
the  Company  nor  of  the  holders  of  its  common  stock  would  be  well  served 
by  increasing  the  present  dividend  rate  at  this  time. 
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GOVERNMENT  CONTROLS  ON  RETAILING 

In  1942  many  types  of  government  controls  were  imposed  on  the  civilian 
economy.  The  retailer  standing  at  the  gateway  between  the  producer  of 
civilian  merchandise  and  the  ultimate  consumer  felt  the  impact  of  these 
controls  in  their  full  force.  Many  of  these  controls  were  placed  directly  at 
the  retail  level.  The  more  important  of  the  controls  and  restrictions  imposed 
included: 

1.  Elimination  or  Reduction  of  Certain  Types  of  Production. 

2.  Simplification  of  Design  and  Specification. 

3-  Allocation  of  Production  Between  Military  and  Civilian  Require¬ 
ments. 

4.  Price  Control. 

5.  Credit  Control. 

6.  Inventory  Control. 

7.  Rationing  to  the  Consumer. 

8.  Manpower  Control. 

9-  Construction  Control. 

10.  Taxation. 

Elimination  or  Reduction  of  Certain  Types  of  Production: 

In  late  1941  and  early  1942  strong  government  influences  and  actions  were 
brought  into  play  to  force  or  hasten  the  partial  or  complete  conversion  of 
certain  industries  from  civilian  to  military  needs.  As  a  result  the  production 
of  many  lines  of  merchandise  which  this  Company  distributed  formerly 
was  curtailed  or  eliminated.  At  the  time  these  controls  were  imposed  on 
production  there  were  sizable  inventories  of  such  merchandise  in  the  chan¬ 
nels  of  distribution.  Neither  the  consumer  nor  the  retailer  felt  the  full 
impact  of  these  controls  until  these  inventories  had  been  liquidated.  This 
period  of  liquidation  carried  most  retailers  well  into  the  fall  season.  Before 
the  close  of  the  year,  however,  these  inventories  had  been  liquidated  sub¬ 
stantially  and  the  retailer  was  forced  to  adjust  his  operations  accordingly. 
A  rapidly  expanding  purchasing  power  in  the  hands  of  the  consumer  enabled 
this  Company,  which  has  the  inherent  quality  of  flexibility  and  maneuver¬ 
ability  among  lines  of  merchandise,  to  offset  losses  in  sales  volume  on  lines 
of  merchandise  no  longer  available  with  increases  in  sales  volume  of  mer¬ 
chandise  still  available. 

Simplification  of  Design  and  Specification: 

In  order  to  conserve  certain  materials  as  well  as  man  and  machine  hours 
a  program  of  simplification  of  design  and  specification  of  certain  types  of 
consumer  merchandise  was  instituted  early  in  1942.  The  original  simplifica¬ 
tion  controls  were  reasonable  in  character  in  most  instances,  and  therefore 
not  too  drastic  in  their  effects.  The  consumer  and  the  retailer  readily 
adjusted  themselves  to  them.  This  program  of  simplification  by  govern- 
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ment  edict  has  been  expanded  constantly,  but  to  date  continues  on  a  reason¬ 
able  basis  and  at  a  relatively  slow  pace.  If  this  simplification  program  is 
carried  out  at  an  accelerated  pace  or  if  the  required  changes  in  specification 
or  design  become  of  a  more  drastic  nature,  this  type  of  control  may  become 
a  genuine  hazard  to  the  retailer  and  the  consumer  from  the  standpoints 
of  the  character  and  quantity  of  consumer  merchandise  available.  It  is 
hoped  that  the  character  and  scope  of  this  simplification  program  will 
continue  to  be  confined  and  be  directed  toward  the  objective  of  obtaining 
maximum  production  rather  than  mere  simplification  and  standardization 
for  restrictive  purposes  only. 

Allocation  of  Production: 

In  addition  to  diverting  certain  types  of  manufacturers  to  the  manufacturing 
of  goods  to  meet  military  requirements  only,  the  government  required  many 
other  manufacturers,  who  formerly  manufactured  for  the  consumer  exclu¬ 
sively,  to  direct  a  substantial  part  of  their  product  to  meet  the  needs  of  the 
army,  navy,  or  the  Lend-Lease  agencies.  This,  of  course,  has  had  the  effect 
of  diminishing  the  supply  of  merchandise  that  would  otherwise  have  been 
available  to  the  retailer  and,  through  him,  to  the  civilian  public.  As  the 
war  progresses  there  is  a  strong  probability  that  the  amount  of  consumer 
goods  required  by  Lend-Lease  for  rehabilitation  and  other  purposes  will 
increase.  This  represents  a  continuing  and  growing  threat  to  the  supply 
of  consumer  goods  for  the  retailer  and  his  customer,  the  civilian. 

Price  Control: 

In  early  1942  the  Office  of  Price  Administration  created  a  control  over  prices 
by  the  imposition  of  a  price  freeze.  This  subject  was  discussed  briefly  in  this 
Company’s  annual  report  for  the  year  ended  January  31, 1942.  It  was  pointed 
out  therein  that  the  price  freezing  order  as  issued  failed  to  freeze  the  primary 
cost  elements  of  materials  and  labor  and  disregarded  the  important  element 
of  “time”  as  a  factor  in  pricing.  Subsequent  events  have  furnished  ample 
evidence  that  many  problems  were  created  by  these  omissions.  The  upward 
pressure  on  prices  continues.  Many  modifications  and  supplementary  orders 
have  been  necessary.  The  existence  of  black  markets  is  openly  recognized. 
Production  has  been  curtailed  by  these  price  restrictions,  thereby  further 
aggravating  the  lack  of  balance  between  supply  and  purchasing  power. 
It  is  imperative  that  a  more  realistic  approach  be  taken  with  regard  to  this 
question  of  pricing  and  the  related  and  inseparable  subject  of  production. 

Credit  Control: 

In  early  1942  restrictions  were  placed  on  the  granting  of  consumer  credit  as 
an  aid  toward  bringing  purchasing  power  more  nearly  into  balance  with 
the  supply  of  consumer  goods.  It  was  recognized  by  all  that  such  restrictions 
could  only  contribute  a  very  small  part  toward  the  complete  solution  of  the 
problem.  They  did  contribute  this  part.  The  restrictions  were  effectively 
applied  with  very  little,  if  any,  economic  disturbance  and  with  a  minimum 
of  inconvenience  or  harm  to  the  retailer  and  consumer.  As  a  consequence, 
collections  have  been  speeded  up  and  consumer  debt  has  been  reduced. 
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Inventory  Control: 

Merchandise  shortages,  actual  and  threatened,  created  the  problem  of 
assuring  a  reasonably  equitable  distribution  of  available  merchandise  among 
the  different  sections  of  the  country  and  among  retailers.  Restrictions 
designed  to  protect  against  individual  retailers  accumulating  excessive 
stocks  were  imposed.  The  inventory  control  order  was  issued  in  its  final 
form  near  the  close  of  the  year.  It  is  reasonable  in  its  terms  and  does  not 
appear  to  be  too  burdensome  from  an  administrative  viewpoint.  While 
restrictions  of  any  character  are  undesirable  and  should  be  avoided  if  possible, 
there  is  little,  if  any,  evidence  that  the  inventory  control  order,  as  written, 
will  be  harmful.  It  may  accomplish  something  toward  securing  a  more 
equitable  distribution  of  merchandise. 


Rationing  to  the  Consumer: 

As  severe  shortages  of  certain  essential  merchandise  became  evident,  this 
merchandise  was  rationed  to  the  ultimate  consumer.  This  rationing  program 
to  date  is  on  a  limited  basis.  There  has  not  been  enough  experience  yet  to 
perfect  rationing  systems.  It  is  much  too  early  to  determine  the  degree  of 
success  that  can  be  attained  by  this  approach.  The  probabilities  are  very 
great  that  consumer  rationing  will  be  expanded. 

Rationing  seems  to  have  resulted  in  increased  activities  in  the  black  markets. 
If  it  is  to  succeed,  these  black  markets  must  be  controlled.  There  is  some 
evidence  that  rationing  causes  dm  consumer  to  purchase  higher  quality 
grades  of  a  given  product  than  those  formerly  purchased.  This  shifting 
to  higher  quality  grades  makes  necessary  certain  adjustments  in  manufac¬ 
turing  and  in  merchandising  procedures.  The  clerical  work  caused  the 
retailer  and  the  customer  by  consumer  rationing  is  enormous.  It  is  hoped 
that  rationing  will  be  confined  to  the  smallest  possible  number  of  lines. 
While  rationing  is  burdensome  to  the  retailer  and  consumer  alike,  it  does 
not  appear  to  represent  a  genuine  hazard  for  the  retailer. 

Manpower  Control: 

Maintaining  a  competent,  well-trained  staff  of  employees  was  a'difficult  job 
for  most  industries  in  1942.  The  large  demand  for  war  workers  at  short 
hours  and  high  wages  and  calls  to  military  service  served  to  deplete  the 
retailer’s  staff.  There  is  every  evidence  that  this  problem  will  become  more 
aggravated  throughout  the  current  year.  Controls  and  influences  exerted 
by  government  agencies  to  date  have  not  served  to  aid  in  the  solution  of  the 
retailer’s  problems  in  this  respect  but  in  fact  have  tended  to  aggravate  them. 
Little,  if  any,  recognition  has  been  given  by  those  responsible  for  the  admin¬ 
istration  of  manpower  controls  to  the  essential  function  performed  by  the 
retailer.  As  this  manpower  problem  becomes  more  acute,  those  responsible 
for  its  handling  must  become  more  cognizant  of  the  necessary  character 
of  the  retail  function. 
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Construction  Control: 

In  order  to  conserve  vital  materials  and  manpower,  restrictions  have  been 
imposed  on  construction  work,  including  not  only  modernization  but  also 
many  types  of  repair  and  maintenance  work  which  can  be  postponed.  The 
alert  retailer  has  always  followed  a  policy  of  continuous  modernization  and 
improvement  of  his  physical  plant.  It  appears  that  this  can  no  longer  be 
done  and  that,  wherever  possible,  work  of  this  character  must  be  postponed 
to  the  postwar  period.  This  is  as  it  should  be. 

The  restrictions  on  construction  work  were  constantly  tightened  throughout 
1942.  They  became  effective  to  a  substantial  degree  only  in  the  latter  part 
of  that  year.  This  type  of  work  will  be  highly  restricted  in  1943-  Retailers 
must  recognize  that  much  of  their  usual  repair  and  modernization  work 
is  simply  being  deferred  to  a  later  date  and  should  be  reserved  for  out  of 
current  operations  if  changes  in  tax  legislation  can  be  obtained  whereby 
the  amounts  so  reserved  may  be  treated  as  deductible  items  in  the  compu¬ 
tation  of  income  and  excess  profits  taxes. 

Taxes: 

To  the  extent  that  taxes  are  used  to  help  win  the  war  the  Company  gladly 
makes  its  contribution.  This  subject  is  mentioned  here  so  that  stockholders 
may  appreciate  the  extent  to  which  they  are  contributing  indirectly  to  the 
cost  of  government  and  the  war  effort  through  their  stock  ownership. 
Taxes,  federal,  state  and  local,  have  taken  an  ever-increasing  proportion 
of  the  income  of  this  and  all  other  companies  over  the  past  several  years. 
In  1935  when  consolidated  net  profit  was  $1,581,759  total  taxes  paid  were 
approximately  one  and  three-quarter  million  dollars.  In  1939  when  consoli¬ 
dated  net  profit  was  $3,435,585  total  taxes  amounted  to  approximately 
three  million  dollars.  In  1941  with  a  consolidated  net  profit  of  $5,294,258 
total  taxes  paid  amounted  to  approximately  seven  and  one-half  million 
dollars.  In  1942  with  a  consolidated  net  profit  of  $5,681,428  taxes  paid 
amounted  to  almost  eleven  and  one-half  million  dollars  or  more  than  six 
dollars  per  share  of  common  stock  outstanding. 
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THE  PROBLEM  OF  MERCHANDISE  SUPPLY 

No  more  important  problem  faces  the  retailer  in  1943  than  that  of  securing 
a  constant  incoming  flow  of  merchandise  to  meet  the  needs  and  wants  of 
his  customer,  the  consumer.  There  is  every  indication  that  consumer  pur¬ 
chasing  power  in  total  will  be  maintained  or  even  further  increased  from  its 
present  high  levels.  The  past  few  months  have  been  a  period  of  inventory 
liquidation.  To  a  very  substantial  degree  merchandise  requirements  of  the 
future  must  be  met  out  of  production  of  the  future.  The  supply  of  manpower 
heretofore  used  in  the  production  of  consumer  goods  undoubtedly  will  be 
reduced  further  by  additional  transfers  to  armament  work  and  calls  to  mili¬ 
tary  service.  Lend-Lease  requirements  for  consumer  goods  will  increase, 
thereby  further  cutting  into  the  diminishing  supply  of  such  goods. 

Recognition  is  being  given  at  last  to  this  problem.  The  War  Production 
Board  has  just  obtained  a  new  directing  head  for  its  Office  of  Civilian  Supply. 
In  addition,  a  bill  is  now  before  Congress  which,  if  enacted  into  law,  will 
create  a  new,  independent  agency  responsible  for  the  needs  of  the  civilian. 
The  problem  is  essentially  one  of  overall  policy  and  general  objectives, 
however,  rather  than  of  the  proper  placing  of  another  bureau  within  the 
network  of  bureaus  or  the  selection  of  another  bureau  director  as  important 
as  each  of  these  may  be. 

There  are  two  distinct  viewpoints  from  which  this  problem  may  be  ap¬ 
proached.  Neither  questions  the  propriety  or  necessity  of  acknowledging 
the  first  call  of  the  armed  forces  on  our  production  and  resources  of  every 
character.  With  this  common  ground  as  a  start,  one  school  of  thought 
maintains  that  we  should  determine  quickly  the  minimum  civilian  require¬ 
ments  of  absolute  necessities  and  proceed  to  reduce  our  internal  economy 
to  this  bedrock  basis  at  once  in  the  hope  and  belief  that  the  particular 
production  facilities  released  will  in  some  way,  in  some  manner,  at  some 
time  be  useful  in  further  increasing  production  for  our  armed  forces  and 
those  of  our  allies.  The  other  school  of  thought  maintains  that  all  reasonable 
needs  of  the  armed  forces  should  be  met  as  promptly  as  possible  and  without 
question  but  that  once  this  is  under  way  every  reasonable  step  should  be 
taken  to  assure  the  absolute  maximum  production  of  consumer  goods  for 
civilian  consumption  from  the  remaining  manpower,  machinery,  and 
materials. 

Which  of  these  two  schools  of  thought  will  be  followed  in  finally  establish¬ 
ing  our  overall  policies  and  objectives  regarding  our  civilian  economy  is  a 
highly  important  decision.  The  latter  approach,  that  of  taking  all  possible 
steps  to  assure  the  absolute  maximum  production  of  consumer  goods  con¬ 
sistent  with  the  requirements  of  military  forces,  is  believed  to  be  preferable. 
From  an  economic  viewpoint  it  must  be  remembered  that  production  is  the 
best  known  anti-inflation  force  and  also  that  it  is  highly  desirable  that  this 
country  enter  the  postwar  era  with  a  production  and  distribution  system 
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for  consumer  goods  of  the  highest  possible  efficiency  and  effectiveness. 
The  advantages  of  maximum  production  for  civilian  use  from  a  social  and 
morale  building  viewpoint  are  obvious.  Maximum  production  for  civilian 
use  will  also  furnish  the  best  possible  incentives  for  those  workers  employed 
in  the  production  of  materials  for  the  armed  forces.  One  of  the  objectives 
of  many  military  campaigns  is  to  weaken  or  destroy  the  civilian  economy 
of  the  enemy.  Isn’t  the  protection  of  our  own  also  of  prime  importance? 

Within  the  framework  of  the  total  available  supply  of  civilian  goods, 
which, 'as  stated,  will  be  determined  largely  by  the  decision  of  government 
as  to  which  of  the  two  schools  of  thought  will  be  followed,  this  Company 
faces  the  problem  with  confidence  of  securing  its  relative  proportion  of 
available  consumer  goods.  Buying  offices  are  maintained  in  New  York, 
Chicago,  and  Los  Angeles.  This  Company  also  pioneered  the  development 
of  consumer  goods  manufacturing  for  import  in  Mexico  and  throughout 
Central  and  South  America.  These  efforts  are  now  bearing  fruit.  One  or 
more  of  the  stores  the  Company  operates  are  in  or  near  practically  every 
consumer  goods  manufacturing  center  of  this  country.  Each  of  these  stores 
is  staffed  with  a  competent  buying  organization.  These  combined  purchas¬ 
ing  facilities  should  stand  the  Company  in  good  stead  in  a  period  in 
which  the  primary  problem  is  that  of  securing  an  adequate  supply  of  mer¬ 
chandise. 

It  is  to  our  close  working  relationships  with  the  outstanding  manufacturers 
of  consumer  goods  in  this  country  that  we  look  with  the  greatest  amount 
of  confidence  in  appraising  our  possibilities  in  regard  to  the  probable 
supply  of  merchandise  for  our  customers  for  the  coming  months.  Many 
of  the  stores  owned  by  this  Company  have  worked  closely  with  these 
resources  for  many  decades — through  good  times  and  bad.  During  the 
past  decade  a  company-wide  policy  of  the  closest  possible  working 
relationships  with  one  or  more  of  the  outstanding  manufacturers  in  each 
respective  line  of  merchandise  has  been  followed.  This  policy  has  proved 
to  be  mutually  beneficial  for  the  manufacturer  and  the  Company  alike. 

As  merchandise  has  become  more  and  more  difficult  to  obtain  over  the  past 
few  months  the  relationships  between  the  Company  and  those  from  whom  it 
purchases  its  merchandise  have  been  tested.  They  have  stood  the  test. 
Mutual  cooperation  over  the  past  several  years  between  the  Company  and 
those  from  whom  it  purchases  was  responsible  in  no  small  degree  for  the  satis¬ 
factory  sales  and  profit  record  of  the  Company  for  1942.  The  Company 
wishes  to  express  recognition  at  this  time  of  its  appreciation  of  the  part 
they  contributed  to  this  showing.  The  continuance  of  these  close  working 
relationships  and  cooperative  attitudes  will  continue  to  be  fostered  by  the 
Company,  as  it  believes  they  offer  the  best  solution  to  the  many  mutual 
problems  of  the  present  and  of  the  future. 
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ERNST  8c  ERNST 

NEW  YORK 


May  11,  1943. 


Board  of  Directors, 

Allied  Stores  Corporation, 

New  York,  New  York. 

We  have  examined  the  consolidated  balance  sheet  of  Allied  Stores  Cor¬ 
poration  and  subsidiaries  as  of  January  31,  1943,  and  the  consolidated 
statements  of  profit  and  loss  for  the  fiscal  year  then  ended,  have  reviewed 
the  systems  of  internal  control  and  the  accounting  procedures  of  the  com¬ 
panies  and,  without  making  a  detailed  audit  of  the  transactions,  have 
examined  or  tested  accounting  records  of  the  companies  and  other  supporting 
evidence,  by  methods  and  to  the  extent  we  deemed  appropriate.  Our  exami¬ 
nation  was  made  in  accordance  with  generally  accepted  auditing  standards 
applicable  in  the  circumstances  and  included  all  procedures  which  we  con¬ 
sidered  necessary. 

In  our  opinion,  the  accompanying  consolidated  balance  sheet  and  related 
consolidated  statements  of  profit  and  loss  and  surplus  present  fairly  the 
position  of  Allied  Stores  Corporation  and  its  subsidiaries  at  January  31, 
1943,  and  the  consolidated  results  of  their  operations  for  the  year,  in  con¬ 
formity  with  generally  accepted  accounting  principles  applied  on  a  basis 
consistent  with  that  of  the  preceding  year. 


ERNST  &  ERNST. 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Consolidated  Balance  Sheet — January  31,  1943 


ASSETS 

Current  Assets: 

Cash .  $13,774,874.94 

Accounts  and  notes  receivable — customers: 

Current  accounts .  $11,811,749.17 

Deferred  payment  accounts  and  notes .  5,279,138.39  $17,090,887-56 


Less  reserve .  681,809.08  16,409,078.48 


Accounts  receivable— suppliers  and  sundry  debtors .  510,473.72 

United  States  War  Savings  Bonds  and  Stamps — for  resale .  102,176.83 

Merchandise  inventories,  including  $3,068,967.82  for  merchandise 

in  transit,  at  mills,  etc.  (Note  A) . : .  23,481,323.62 


$54,277,927.59 


Other  Assets: 

Insurance  and  other  deposits .  $  218,461.23 

Investments  and  real  estate .  235,543.88 

Sundry  notes  and  accounts  receivable .  594,532.69 

Estimated  post-war  refund  of  excess  profits  taxes .  159,100.00 


Total  other  assets. 


Land,  Buildings,  Equipment,  Etc.  (Notes  B  and  C): 

Land .  $17,695,669.27 

Buildings  and  equipment .  $11,955,490.91 

Less  reserve  for  depreciation .  3,819,787.10  8,135,703.81 

Store  fixtures  and  equipment .  $  8,768,959.37 

Less  reserve  for  depreciation .  3,976,291.61  4,792,667.76 

Improvements  to  leased  property .  $  1,887,245.32 

Less  reserve  for  depreciation .  518,169.84  ,1,369,075-48 

Total  land,  buildings,  equipment,  etc . 


Deferred  Charge.: 

Unexpited  insurance  premiums .  $  407,967.04 

Prepaid  rent  and  taxes .  333,947.77 

Inventory  of  supplies .  983,835.82 

Prepaid  service  contracts,  improvements  in  process,  travel  advances, 

etc .  213,463.47 

Unamortized  portion  of  bond  discount  and  expenses .  141,758.39 


Total  deferred  charges .  2,080,972.49 

Goodwill  and  Other  Intangible  Assets .  1.00 


$89,559,655.20 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 

Consolidated  Balance  Sheet — January  31,  1943 
LIABILITIES 


Current  Liabilities: 

Accounts  payable  for  merchandise,  etc . 

Taxes  (other  than  federal  taxes  on  income) . 

Federal  taxes  on  income— estimated  (Note  A) . 

Less  U.  S.  Treasury  Notes — tax  scries — plus  interest  (purchased 
and  held  for  payment  of  such  taxes) . 


$  7,289,184.40 
2,993,751.32 
1,590,986.01 

$  8,609,300.00 

6,434,590.00  2,174,710.00 


Installments  on  mortgages  and  long  term  notes,  and  sinking  fund 
payments  due  within  one  year . 


615,710.01 


Total  current  liabilities. 


$14,664,341.74 


Funded  Debt  and  Long  Term  Obligations: 

Per  schedule,  with  notes,  attached: 

Allied  Stores  Corporation .  $11,584,000.00 

Less  included  in  current  liabilities .  151,000.00  $11,433,000.00 


Subsidiaries .  $12,219,357.35 

Less  included  in  current  liabilities .  463,400.01  11,755,957.34 


Total  funded  debt  and  long  term  obligations .  23,188,957.34 

Reserves: 

For  contingencies .  $  500,000.00 

Miscellaneous .  855,030.11 


Total  reserves .  1,355,030.11 

Unearned  Carrying  Charges  on  Deferred  Payment  Accounts _  158,906.64 


Capital  Stock  and  Surplus: 

Capital  Stock: 

Preferred  Stock — cumulative— par  value  $100 

Authorized— 600,000  shares 
Issued — 5%  Preferred  Stock — redeem¬ 
able  at  and  entitled  upon  liquida¬ 
tion  to  $100  per  share  (Note  D).  . .  $23,969,300.00 

Less  in  treasury .  751,700.00  $23,217,600.00 


Common  Stock — without  par  value: 
Authorized— 2,500,000  shares 
Issued — 1,817,153  shares— capital  fixed 
by  Board  of  Directors  ac  $1.00  per 

share . 

Surplus  (Note  E): 

Capital . 

Earned  (from  June  1,  1935  to  January  31, 
1943)  (Notes  A  and  F) . 


$10,599,884.12 

14,699,202.07 


1,817,153  00 


.19 


Deduct  12,271  shares  of  Common  Stock  of  the  Corporation  held  by 
a  subsidiary  (at  cost) . 


$50,333,839.19 

141,419.32 


Total  capital  stock  and  surplus . 

Contingent  liabilities,  etc.  (Note  G) 

Notts  to  financial  statements  follow  hereafter. 
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50,192,419.37 


$89,559,655.20 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Consolidated  Statement  of  Profit  and  Loss  for  the  Fiscal  Year  Ended 
January  31,  1943 


Net  sales  (including  leased  departments) .  $170,828,163.87 

Cost  of  goods  sold  (Note  A) .  109,876,942.07 

Gross  margin .  $  60,951,221.80 

Operating  expenses : 


Administrative,  buying,  rent  and  other  occupancy  costs,  publicity, 
selling  and  general  expenses,  including  provision  for  doubtful 
accounts  (less  income  of  $600,552.48  from  carrying  charges  on 

deferred  payment  accounts) .  $42,026,314.93 

Provision  for  depreciation .  1,334,045-50 

Maintenance  and  repairs .  1,292,418.72  44,652,779.15 


Operating  profit .  $  16,298,442.65 

Other  income .  289,270.09 


$  16,587,712.74 

Other  deductions: 

Loss  on  sale  of  land  and  buildings .  $  1,396,755.88 

Miscellaneous .  100,278.90  1,497,034.78 


Interest : 

Subsidiaries: 

On  mortgage  bonds,  long  term  notes  and 
mortgages  (including  $6,125.44  for 
amortization  of  bond  discount  and 

expense) .  $521,748.20 

Other .  8,620.37 

Allied  Stores  Corporation: 

On  debenture  bonds,  long  term  notes  and 
mortgage  (including  $14,395-94  for 
amortization  of  bond  discount  and 

expense) .  $326,547.34 

Other .  52,333-96 

Profit  before  federal  taxes  on  income . 


Provision  for  estimated  federal  taxes  on  income  (Note  A): 

Normal  income  tax,  surtax,  and  declared  value  excess  profits  tax. .  $  2,935,000.00 

Excess  profits  tax  (after  deducting  $458,900  for  debt  retirement 

and  $159,100  estimated  post-war  refund) .  5,565,000.00  8,500,000.00 


Consolidated  net  profit  (Note  A) .  $  5,681,428.09 


Notes  to  financial  statements  fellow  hereafter. 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Consolidated  Statement  of  Earned  and  Capital  Surplus  for  the  Fiscal  Year 
Ended  January  31,  1943 

Earn'd  Capital 

Balance— January  31,  1942 .  511,276,853-78  510,259,590.68 

Add: 

Consolidated  net  profic .  5,681,428.09 

Discount  on  repurchase  of  5%  Preferred  Stock .  282,719.41 

Excess  of  par  value  of  preferred  stock  of  a  subsidiary  company,  over 
the  cost  to  the  Corporation  of  bonds  of  such  subsidiary  ex¬ 
changed  therefor .  57,574.03 

516,958,281.87  510,599,884.12 

Deduct: 

Dividends  paid  in  cash  on: 

5%  Preferred  Stock— at  rate  of  55.00  per  share  per  annum _  1,176,150.60 

Common  Stock— 5.60  per  share .  1,082,929.20 

5  2,259,079.80 

Balance — January  31,  1943  (Notes  E  and  F) .  514,699,202.07  510,599,884.12 
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NOTES  TO  FINANCIAL  STATEMENTS 


Noti  A:  Consistent  with  the  practice  adopted  for  the  fiscal  year  ended  January  31,  1942,  the 
amounts  for  inventories  of  merchandise  on  hand  at  January  31,  1943  (except  for  a 
comparatively  small  total  of  merchandise  taken  generally  at  invoice  cost),  were  deter¬ 
mined  by  the  retail  inventory  method,  using,  as  to  certain  inventories,  the  "last-in, 
first-out"  principle  based  on  published  indexes  of  price  changes  since  January  31, 1941. 
The  effect  of  the  use  of  this  principle  was  to  reduce  the  amount  for  the  inventories 
involved  by  $1,579,605.  Merchandise  in  transit,  at  mills,  etc.,  was  priced  at  invoice 
cost  or  average  cost.  The  inventory  amounts  generally  arc  also  net  of  discounts. 

The  provision  for  federal  taxes  on  income  has  been  made  on  the  basis  of  applying  the 
"last-in,  first-out”  principle  in  determining  the  amounts  of  certain  merchandise  inven¬ 
tories.  Should  the  use  of  such  principle  be  denied  for  tax  purposes  for  the  fiscal  years 
ended  January  31, 1942  and  January  31, 1943,  then  the  taxable  income  of  the  constituent 
companies  for  these  years  will  be  increased  by  $1,276,339  and  $303,266,  respectively, 
and  the  liability  for  federal  taxes  on  income  for  such  years  will  be  increased  by  approxi¬ 
mately  $775,000  (1942)  and  $227,000  (1943). 

Noti  B:  The  carrying  amounts  for  land,  buildings,  store  fixtures,  equipment,  etc.,  are  as  follows : 

1.  Properties  held  by  certain  subsidiaries  at  dates  of  acquisition  of  the  subsidiaries, 
at  amounts  shown  by  their  books  which,  so  far  as  is  known,  represented  cost  to 
the  subsidiaries,  except  for  a  reduction  in  1940  of  $981,957.52  in  the  carrying 
amount  of  real  estate  of  one  subsidiary  to  amount  paid  (based  on  independent 
appraisals)  by  another  subsidiary  on  inter-company  sale;  or 

2.  At  cost  to  the  consolidated  group  measured  by  the  cash  cost  ($3,522,174)  to  the 
Corporation  of  securities  of  a  certain  real  estate  subsidiary;  or 

3.  At  amounts  shown  by  the  books  of  certain  subsidiaries  ac  the  dates  of  acquisition 
of  their  capital  stocks  by  the  Corporation,  less  part  of  the  amount  by  which  the 
cost  of  such  capital  stocks  was  less  than  the  equity  in  the  subsidiaries'  net  assets, 
as  shown  by  their  books  at  the  time  they  were  acquired  by  the  Corporation,  (the 
balance  of  such  amount  of  excess  equity  is  included  in  capital  surplus);  and 

4.  Subsequent  additions  to  the  properties  at  cost. 

Noti  C:  Land,  buildings  and  equipment,  and  store  fixtures  carried  in  the  consolidated  balance 
sheet  at  $27,437,405,  less  related  reserves  for  depreciation  of  $3,256,217,  arc  subject 
to  mortgages  and  mortgage  bond  obligations  totaling  $11,982,827. 

Noti  V:  On  or  before  July  1st,  each  year,  the  Corporation  under  its  charter  is  obligated  to 
apply  as  a  sinking  fond  to  the  purchase  or  redemption  of  its  5%  Preferred  Stock  a  sum 
equal  to  25%  of  consolidated  net  earnings  for  the  previous  fiscal  year  after  deducting 
dividends  on  its  5%  Preferred  Stock.  The  sinking  fund  payment  due  on  July  1,  1943, 
amounts  to  $1,126,319  against  which  the  Corporation  may  apply  (1)  7,517  shares 
held  in  treasury,  acquired  at  a  cost  of  $577,405  and  (2)  4,400  shares  of  Preferred  Stock 
purchased  after  January  31,  1943,  at  a  cost  of  $345,385. 

Noti  E:  Upon  the  basis  of  treating  $751,700  par  value  5%  Preferred  Stock  in  the  treasury  as 
though  retired. 

Noti  F :  The  agreements  relating  to  the  revolving  credit  (Note  B  of  "Notes  to  Funded  Debt") 
and  to  the  long  term  notes  of  1944-1946,  and  the  Indenture  to  the  4K%  Debentures 
due  1951,  contain  certain  identical  restrictions  on  the  payment  of  dividends.  At 
January  31,  1943,  no  part  of  the  consolidated  earned  surplus  was  affected  by  the  re¬ 
strictions. 
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Ncti  G:  Contingent  liabilities,  etc.: 

Subsidiary  companies: 

1.  The  terms  of  a  ground  lease  as  modified  by  an  agreement  dated  October  1, 1940 
require  that  on  or  before  October  1,  1945  (or  at  a  later  date  under  certain 
circumstances),  the  lessee  shall,  at  its  option,  cither  (a)  erect  a  new  building 
or  (b)  rehabilitate  the  buildings  situated  on  such  leased  premises  on  October 
1,  1940,  at  a  cost,  in  cither  case,  of  not  less  than  $400,000;  said  obligation  is 
guaranteed  by  Allied  Stores  Corporation. 

2.  Under  the  terms  of  another  ground  lease  as  modified  by  an  agreement  dated 
April  14,  1936,  in  the  event  of  default  in  any  of  the  provisions  of  the  modifying 
agreement  prior  to  November  1, 1947  (the  modified  terminal  date  of  the  lease), 
the  provisions  of  the  original  lease  shall  immediately  become  effective,  and 
the  company  shall  be  liable: 

(a)  For  the  full  annual  cash  rent  of  $24,000  (reduced  to  $16,500  annually  by 
the  modifying  agreement)  for  the  period  from  November  1,  1936,  to  the 
expiration  of  the  original  lease,  November  1,  2021,  and 

(b)  For  the  erection  of  a  building  at  a  cost  of  not  less  than  $200,000  (from  the 
erection  of  which  it  is  otherwise  relieved  by  the  modifying  agreement). 

3.  As  endorsers  on  customers'  notes  for  loans  from  banks  and  finance  companies 
aggregating  approximately  $10,231-19. 

4.  Unused  balance  of  $13,870.51  of  letters  of  credit. 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 

Funded  Debt  and  Long  Term  Obligations — January  31,  1943 
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NOTES  TO  FUNDED  DEBT 


Allied  Stores  Corporation: 

Note  A:  The  Indenture  relating  to  434%  Debentures  due  1951  provides  for  a  sinking  fund  payable 
on  May  20th  each  year  equal  to  the  sinking  fund  redemption  price  of  334%  of  the 
greatest  aggregate  principal  amount  of  said  bonds  which  shall  ever  have  been  authen¬ 
ticated  by  the  trustee.  Sinking  fund  payment  due  on  May  20,  1943,  amounts  to 
$175,067  against  which  there  may  be  applied  $42,000  principal  amount  of  bonds  (at 
101%)  purchased  and  held  by  the  Corporation. 

Note  Be  These  notes  were  issued  under  an  agreement  for  a  revolving  credit  of  $6,000,000  avail¬ 
able  to  May  26,  1947-  Any  amount  borrowed  thereunder  may  be  repaid  by  the  Cor¬ 
poration  and  reborrowed  from  time  to  time  prior  to  said  date.  A  commitment  fee 
at  the  rate  of  of  1%  per  annum  is  payable  on  the  unused  and  available  portion  of 
said  credit.  The  agreement  requires,  among  other  things,  the  Corporation  to  borrow 
the  full  amount  available  under  the  credit  up  to  January  31, 1944,  and  to  maintain  at 
all  times  consolidated  quick  assets  at  an  amount  in  excess  of  200%  of  consolidated 
current  liabilities. 


Subsidiary  Companies: 

NoteCt  The  Indenture  relating  to  534%  Income  Bonds  due  1972  of  C.  C.  Anderson  Stores 
Company  provides  for  redemption  of  the  bonds  at  any  time,  in  whole  or  in  part,  at 
the  option  of  said  Company  at  the  principal  amount  thereof.  Interest  on  the  bonds  is 
cumulative,  but  is  required  to  be  paid  currently  only  if,  and  to  the  extent  that,  there 
arc  available  net  earnings  of  its  last  previously  completed  semi-annual  fiscal  period. 
The  said  Company  agrees  that  so  long  as  any  of  these  bonds  shall  remain  outstanding 
it  will  not  issue  any  additional  534%  Income  Bonds  without  consent  of  the  registered 
holders  of  a  majority  in  principal  amount  of  the  bonds  at  the  time  outstanding. 

Note  D:  The  Supplemental  Indenture  dated  August  15,  1941,  relating  to  First  Mortgage  and 
First  Lien  3)4%  Sinking  Fund  Bonds  due  August  15,  1956,  of  Jordan  Marsh  Company 
provides  for  a  payment  for  interest  and  sinking  fund  of  $168,750  on  February  15, 1943 
and  semi-annually  thereafter.  These  bonds  arc  guaranteed  as  to  principal  and  interest 
by  Andrews  Real  Estate  Trust,  a  subsidiary  of  the  Corporation,  which  owns  a  substan¬ 
tial  part  of  the  premises  occupied  by  Jordan  Marsh  Company. 

Note  E:  The  real  estate  mortgage  of  C.  C.  Anderson  Stores  Company  provides  for  the  payment 
of  a  sum  equal  to  certain  percentages  of  net  sales  made  on  the  mortgaged  premises  for 
each  twelve  month  period  commencing  September  1st,  but  in  no  event  less  than  $24,000 
for  each  such  period,  such  minimum  to  be  payable  in  monthly  installments.  The 
amount  paid  for  each  twelve  month  period  in  excess  of  interest  at  the  rate  of  434% 
per  annum  on  said  mortgage  is  applied  against  the  principal. 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Comparative  Consolidated  Balance  Sheets — January  31,  1939-1943 


ASSETS  January  3 1 


Current  Assets:  1939  1940  1941  1942  1943 

Cash .  $  4,034,161  $  2,164,136  $  2,616,077  $  3,636,068  $13,774,875 

Accounts  and  notes  receivable 

(net),  etc .  16,335,227  17,874,340  18,687,335  23,029,647  17,021,729 

Merchandise  inventories .  14,758,424  17,390,733  13,399,979  24,215,448  23,481,324 


Total  current  assets .  35,127,812  37,429,209  39,703,391  50,881,163  54,277,928 


Land,  Buildings,  Equipment,  Etc.: 

Land .  16,982,901  19,579,536  18,624,178  18,638,537  17,695,669 

Buildings  and  equipment  (net).  8,235,999  9,153,537  8,883,484  8,858,228  8,135,704 

Store  fixtures  and  equipment 

(net) .  3,416,251  4,057,585  4,350,863  4,939,885  4,792,668 

Improvements  to  leased  property 

C net) .  621,070  1,264,100  1,401,235  1,4 25,127  1,369,075 


Total  land,  buildings,  equip¬ 
ment,  etc .  29,256,221  34,054,758  33,259,760  33,861,777  31,993,116 

Other  Assets .  749,449  771,918  907,098  1,225,518  1,207,638 

Deferred  and  Prepaid  Expenses....  862,568  975,258  1,009,741  1,651,826  1,939,214 

Unamortizcd  Portion  of  Bond  Dis¬ 
count  and  Expense .  203,635  180,605  157,358  162,280  141,758 

Good  Will  and  Other  Intangible 

Assets .  11111 


Total  assets .  $66,199,686  $73,411,749  $75,037,349  $87,782,565  $89,559,655 


LIABILITIES 


Current  Liabilities: 

Notes  payable  to  banks— for 


current  loans .  $  —  $  800,000  $  900,000  $  2,900,000  $  — 

Other  current  liabilities .  7,281,890  9,311,510  10,107,864  17,415,750  14,664,342 

Total  current  liabilities. .. .  7,281,890  10,111,510  11,007,864  20,315,750  14,664,342 

Funded  Debt  and  Long  Term  Obli¬ 
gations  (exclusive  of  amounts 
included  under  current  liabili¬ 
ties) .  18,509,818  20,732,712  19,439,913  18,657,990  23,188,957 

Reserves .  2,030,544  2,052,229  2,179,112  1,157,487  1,355,030 

Unearned  Income .  396,034  388,895  467,950  559,440  158,907 

Capital  Stock  and  Surplus: 

5%  Preferred  Stock— par  value 

$100  per  share-outstanding.  23,200,100  22,890,100  22,750,100  23,738,300  23,217,600 

Common  stock  and  surplus .  14,781,300  17,236,303  19,192,410  23,353,598  26,974,81 9 

Total  capital  stock  and 

surplus .  37,981,400  40,126,403  41,942,510  47,091,898  50,192,419 

Total  liabilities .  $66,199,686  $73,411,749  $75,037,349  $87,782,565  $89,559,655 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 

Comparative  Consolidated  Statements  of  Profit  and  Loss ,  Earned  Surplus, 
and  Capital  Surplus  for  the  Fiscal  Years  Ended  January  31,  1939-1943 


Profit  and  Loss  for  the  Fiscal  Year  Ended  January  3 1 


Net  sales  1939 

(including  leased  departments)  $103,243,425 

1940  1941 

$112,122,354  $121,270,682 

1942 

$151,808,858 

1943 

$170,828,164 

Gross  margin . 

34,985,055 

38,370,942 

41,417,929 

52,505,940 

60,951,222 

tSKL... . 

Maintenance  and  repairs . 

1,189,427 

1,264,588 

1,290,135 

1,364,814 

1,334,045 

557,055 

743,135 

728,798 

1,107,500 

1,292,419 

All  other  operating  expenses. . 

29,651,588 

31,491,864 

33,453,540 

39,846,926 

42,026,315 

Total  operating  expenses.. 

31,398,070 

33,499,587 

35,472,473 

42,319,240 

44,652,779 

Operating  profit . 

3,586,985 

4,871,355 

5,945,456 

10,186,700 

16,298,443 

Other  income — net . 

60,481 

248,388 

366,343 

245,551 

(1,207,765) 

3,647,466 

5,119,743 

6,311,799 

10,432,251 

15,090,678 

Interest  charges . 

838,745 

964,158 

958,670 

937,993 

909,250 

Profit  before  federal  taxes  oa  ia- 

2,758,721 

4,155,585 

5,353,129 

9,494,258 

14,181,428 

Provision  for  estimated  federal 
taxes  on  income . 

525,000 

720,000 

1,355,000 

4,200,000 

8,500,000 

Consolidated  net  profit . 

2,233,721 

$  3,435,585  $ 

3,998,129 

$  5,294,258 

$  5,681,428 

Balance  at  beginning  of  period . . 

EARNED  SURPLUS 
3,108,875  $  4,182,091  $ 

6,467,796 

$  8,341,670 

$  11,276,854 

Add- 

Consolidated  net  profit . 

2,233,721 

3,435,585 

3,998,129 

5,294,258 

5,681,428 

Total . 

5,342,596 

7,617,676 

10,465,925 

13,635,928 

16,958,282 

Deduct — 

Dividends  paid: 

On  5%  Preferred  Stock . 

1,160,505 

1,49,880 

1,142,297 

1,161,450 

1,176,151 

On  Common  Stock . 

1,082,929 

Reducing  carrying  amount  of 
real  estate  on  intercompany 

981,958 

Elimination  of  cash  discounts 

Excess  oF  cost  of  subsidiary 
at  date  of  acquisition . 

697,624 

_ 

_ 

_ 

500,000 

_ 

Total  deductions . 

1,160,505 

1,149,880 

2,124,255 

2,359,074 

2,259,080 

Balance  at  end  of  period .  i 

4,182,091 

$  6,467,796  $ 

8,341,670 

$  11,276,854 

$  14,699,202 

Balance  at  beginning  of  period . .  ! 

CAPITAL  SURPLUS 
8,766,923  $  8,791,056  $ 

8,951,354 

$  9,033,587 

$  10,259,591 

Add- 

Discount  on  repurchase  of  5% 
Preferred  Stock . 

24,133 

106,329 

82,233 

54,217 

282,719 

Excess  of  equity  in  net  assets 
of  subsidiaries  at  dates  of  ac- 

53,969 

57,574 

Transfer  from  reserve  for  con- 
tingencics . 

- 

- 

- 

1,171,787 

- 

Balance  at  end  of  period .  ' 

8,791,056 

$  8,951,354  $ 

9,033,587 

$  10,259,591 

$  10,599,884 
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STORES  OWNED  BY  ALLIED  STORES  CORPORATION 


THE  A.  POLSKY  COMPANY . Akron,  Ohio 

O’NEILL  &  COMPANY,  INCORPORATED  ....  Baltimore,  Md. 

JORDAN  MARSH  COMPANY . Boston,  Mass. 

C.  F.  HOVEY  COMPANY . Boston,  Mass. 

THE  ROLLMAN  &  SONS  COMPANY  ....  Cincinnati,  Ohio 
THE  MOREHOUSE-MARTENS  COMPANY  .  .  .  Columbus,  Ohio 

THE  TITCHE-GOETTINGER  COMPANY  ....  Dallas,  Texas 

HERPOLSHEIMER  COMPANY . Grand  Rapids,  Mich. 

THE  MEYER’S  COMPANY . Greensboro,  N.  C. 

THE  L.  H.  FIELD  COMPANY . Jackson,  Mich. 

B.  GERTZ,  INC . Jamaica,  N.  Y. 

GEO.  B.  PECK,  INC . Kansas  City,  Mo. 

THE  MULLER  COMPANY,  LIMITED  ....  Lake  Charles,  La. 
LOUIS  SAMLER,  INC.  (THE  BON  TON)  ....  Lebanon,  Pa. 
THE  BON  MARCHE,  INC . Lowell,  Mass. 

C.  M.  GUGGENHEIMER  CORPORATION  .  .  .  Lynchburg,  Va. 

F.  N.  JOSLIN  COMPANY . Malden,  Mass. 

L.  S.  DONALDSON  COMPANY . Minneapolis,  Minn. 

QUACKENBUSH  COMPANY . Paterson,  N.  J. 

WAITE’S,  INC . Pontiac,  Mich. 

JOSKE  BROS.  CO . San  Antonio,  Texas 

THE  BON  MARCHE . "  .  Seattle,  Wash. 

HEER’S,  INCORPORATED . Springfield,  Mo. 

THE  GOLDEN  RULE .  St.  Paul,  Minn. 

DEY  BROTHERS  &  CO .  Syracuse,  N.  Y. 

MAAS  BROTHERS,  INC . Tampa,  Florida 

THE  JAMES  BLACK  DRY  GOODS  COMPANY  .  Waterloo,  Iowa 

POMEROY’S,  INC . Reading,  Pa. 

(Operates  stores  in  Reading,  Harrisburg,  Wilkes-Barre  and  Pottsville,  Pa.) 

A.  E.  TROUTMAN  COMPANY . Grcensburg,  Pa. 

(Operates  stores  in  Grcensburg,  Butler,  Dubois,  Indiana, 

Conncllsville  and  Latrobe,  Pennsylvania) 

C.  C.  ANDERSON  STORES  COMPANY . Boise,  Idaho 

(Branches  in  fifteen  cities  in  Idaho,  two  cities  in  Oregon,  two  cities  in  Colorado, 
two  cities  in  Utah  and  one  city  in  South  Dakota) 
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